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Controlsand Procedures

Evaluation of Disclosure Controls and Procedures. The Company’s Chief Executive Officer and
Chief Financial Officer, after evaluating the effectiveness of the Company’s “disclosure controls and
procedures’ (as defined in the Securities Exchange Act of 1934, Rules 13a-14(c) and 15-d-14(c)) as of the
end of the period covered by this report, have concluded that the Company’s disclosure controls and
procedures were adequate and designed to ensure that material information relating to the Company would
be made know to them by others within those entities.

Changes in Internal Controls. There were no significant changes in the Company’s internal
control over financial reporting that occurred during the Company’s last fiscal quarter that has materially
affected, or is reasonably likely to materially affect, the Company’s internal control over financial
reporting.

EXHIBITS
The following exhibits are filed as part of this Form 6-K:

D Quarterly Report (including financial statements) of NovAtel Inc. for the three and nine
months ended September 28, 2003.

2 Certifications of Principal Executive Officer and Principal Financial Officer pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

3) Certifications of Principal Executive Officer and Principal Financial Officer pursuant to
18 U.S.C. Section 1350.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: November 12, 2003

NOVATEL INC. '
Name: Wemer Gartner p/
Title: Executive Vice Président '

and Chief Financial Officer




EXHIBITS

Exhibit No. Document

1 Quarterly Report (including financial statements) of NovAtel Inc.
for the three and nine months ended September 28, 2003.

2. Certifications of Principal Executive Officer and Principal Financial
Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

3. Certifications of Principal Executive Officer and Principal Financial
Officer pursuant to 18 U.S.C. Section 1350.
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and Results of Operations

The dollar amounts presented in this Quarterly Report are in Canadian currency unless otherwise noted
(CDN $1 = US $0.7623 on October 27, 2003), and are presented in accordance with accounting principles
generally accepted in Canada. The material differences between Canadian and U.S. generally accepted
accounting principles (* GAAP”) which would bear upon its financial statements and, more particularly,
income applicable to share equity and retained earnings, are disclosed in Note 20 of Notes to Consolidated
Financial Statements for the fiscal year ended December 31, 2002 filed as part of Form 20-F with the
Securities and Exchange Commission and in Note 13 of Notes to Consolidated Financial Statements
contained in thisreport.

Certain statements in this Quarterly Report, including financial guidance, constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. Such forward-
looking statements involve known and unknown risks, uncertainties and other factors that may cause the
actual results, performance or achievements of the Company, or developments in the Company's industry,
to differ materially from the anticipated results, performance or achievements expressed or implied by such
forward-looking statements. Such factors include, but are not limited to, operating results of subsidiaries
and joint ventures, establishing and maintaining effective distribution channels, certification and market
acceptance of the Company's new products, impact and timing of large orders, credit risks of customers
and joint ventures, financing of joint ventures, pricing pressures in the market and other competitive
factors, maintaining technological leadership, timing of revenue recognition in connection with certain
contracts, the ability to maintain supply of products from subcontract manufacturers, the procurement of
components to build product, product defects, U.S. dollar to Canadian dollar exchange rate fluctuations
and the impact of industry consolidati ons, together with the other risks and uncertainties described in
Management’ s Discussion and Analysis of Financial Condition and Results of Operations herein and in the
Company’s other filings with the United States Securities and Exchange Commission.



NOVATEL INC.
CONSOLIDATED BALANCE SHEETS
(unaudited, in thousands)

Sept. 28, December 31,
2003 2002
ASSETS
(Notes 1 and 10)

Current assets:
Cash and short term INVESIMENLS..........c.cuueuernererssseseesessssssesssssssessssnns $ 9,336 $ 6,572
ACCOUNESTECAIVANIE ...ttt 8,118 9,634
Related party receivables (NOLE 8) ......cocveererereeerrenreereseseeeseseseeeresessees 1,530 730
Related party notes receivable (NOtE 8) ......cccccvveveervercnesereeeesereeseeeens 1,646 1,932
INVENLONTES (NOLE 3) ...ttt snsnees 4,364 4,780
Prepaid expenses and dePOSItS........ccvvrerreeerenenesie s sessesssseseens 359 284
TOtal CUMTENE SSELS .....cveeieeireerereer ettt 25,353 23,932
CAPITAl BSSELS ...vvreuererereieereiee ettt 3,368 2,460
Intangible assets (NOteS 7 and 12) ........ccccccvvevevreieineesseeesessss s 2,050 1,902
Deferred development COSLS (NOLE 4) .....c.cvvrerreeireeseeessese e 2,513 2,596
TOLAl @SSELS....ceceeereeerecereeereee ettt ensenas $ 33,284 $ 30.890

LIABILITIESAND SHAREHOLDERS EQUITY

(Notes 1 and 10)
Current liabilities:
Accounts payable and accrued liabilities.........cccvveveeevereiseneseee e $ 5133 $ 5,848
Related party payables (NOLE 8).........ccooveeerrercensesce s 1,693 327
Notes payable (Notes 8, 9 and 10) .........ccccveveeeerereeeerereeee s e 1,646 2,418
Deferred revenue and customer depoSits.........cooreneeeenenesensssesenesnnens 690 531
Provision for future Warranty COSES..........covmremneemneneneenessneseneseeneeeens 416 344
Capital |ease obligation — CUrrent POrtionN............veeereeeneeerneeenneeensereeens 97 92
Total current lHabilitiES ..ottt 9,675 9,560
Deferred gain on sale/leaseback of capital assets.............coeevvevie e, 596 685
Capital lease obligation —10Ng term POrtion ..........ceeneeneeeneeeneeesnersenens 25 93
TOtal [1ADIHTITIES....eeecereecereeeireeere e 10,296 10,343
Shareholders' equity:
(©r=To ) v= IS (oo [Q (1[0 (=11 ) IR 35,594 35,572
Contributed SUrplUS..........ov e 13 13
DEFICIT ...ttt s bbbttt (12,619) (15,038)
Total shareholders’ EQUILY.....ccccceecciereree e 22,988 20,547
Total liabilities and shareholders’ equity.......cccccveeveeeeeeeeeeeccreeennns $ 33,284 $ 30,890

The following amounts relating to discontinued operations are included in the consolidated balance sheet (Note 10):

Current assets of discontinued operations $ — $ 132
Non-current assets of discontinued operations $ — $ 285
Current liabilities of discontinued operations $ 60 $ 892
Non-current liabilities of discontinued operations $ — $ —

See accompanying notes to the consolidated financial statements.



NOVATEL INC.
CONSOLIDATED STATEMENTSOF OPERATIONS

(unaudited, in thousands, except per share data)
Three Months Ended

Nine Months Ended

Sept. 28, Sept. 28, Sept. 28, Sept. 28,
2003 2002 2003 2002
Revenues:
Product sales (NOte8)............evvienieiieieiee e e, $ 9,172 $ 4,568 $ 22,222 $ 17,291
NRE fBES. ..ottt it e e e e e e e e 1,752 2,167 5,115 4,610
Total reVeNUES.........cvveeiie i e 10,924 6.735 27,337 21,901
Cost of sales:
Cost of product sales (NOtE 8) .......cceeervereeerererenerereereeeereeees 4,155 2,486 10,321 8,423
Cost Of NRETEES ... viviiiiie et et e e e 842 1,262 2,605 2,902
Total cost Of SAES......ocvvie i 4,997 3,748 12,926 11,325
(€017 o] (o) 1 AT 5,927 2,987 14,411 10,576
Operating expenses:
Research and development...........cccceveeecevevcciesenee e 2,095 1,039 5,185 3,863
Selling and Marketing ........ccooveveerreneeensense s 1,376 1,107 3,790 3,036
General and administration 1,175 921 3,038 2,861
Total operating EXPENSES.......ccveeererrerieierreresssessessssesessessaees 4,646 3.067 12,013 9,760
Operating iNCOME (10SS)......ccvvureeirerisererereseeireresssesesesssessesesssssssens 1,281 (80) 2,398 816
Interest income, net ............... 25 146 53
Other income (expense) 64 (434) (288)
Income from continuing operations before income taxes.......... 1,301 9 2,110 581
Provision for iNnCOME taXeS..........ccecveerireneninene e e 14 45 35 63
Net income (loss) from continuing operations..........ccccvvevveene. 1,287 (36) 2,075 518
Income (loss) from discontinued operations (Note 10) ............. 372 (272) 344 (458)
Net income (10SS)....ocoveveeieeiee e et e e 1,600 $ (308) $ 2419 $ 60
Net income (loss) per share (basic) (Note 11)
Continuing operations.............cccooeeevevviiieeceieeeee. . $ 017 $ (0.00) $ 027 $ 007
Discontinued Operations................c.vuvviiieieeneeeee s, 0.05 (0.04) 0.04 (0.06)
Net income (loss) per share..............ccooviiie i, $ 022 $ (004 $ 031 $ 001
Weighted average shares outstanding (basic) (Note5) ............. —£,696 7,676 7,690 _7,679
Net income (loss) per share (dlluted) (Note 11)
Continuing operations... e . %006 $ (0.00) $ 026 $ 007
Discontinued operatlons .......................................... 0.05 (0.04) 0.04 (0.06)
Net income (loss) per share............ccoccevevvveveeeeeee. $021 $ (004) $ 030 $ 001
Weighted average shares outstanding (diluted) (Note5) .......... 8,017 7,766 7,957 7,848

See accompanying notesto the consolidated financia statements.



NOVATEL INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY
(unaudited, in thousands)

Common Shares

Contributed
Number Amount Surplus Deficit
Balance December 31, 2002... 7,685 $35,572 $ 13 $(15,038)
Common sharesissued............. 14 31 — —
Repurchase of shares............ 2 (9) — —
NEL INCOME ...t — — — 2,419
Balance September 28, 2003... 7,697 $35,594 $ 13 $(12,619)

See accompanying notes to the consolidated financial statements.

Total
Shareholders'

Equity

$20,547
31

©)
2419
$22.988



NOVATEL INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited, in thousands)

Three Months Ended Nine Months Ended
Sept. 28, Sept. 28,  Sept. 28, Sept. 28,
2003 2002 2003 2002
Operating activities:
Net income (10ss) from continuiNg OPEratioNS..........oc.eereereereereeeeereereesneenees $ 1,287 $ (36) $ 2,075 $ 518
Income (loss) from discontinued operations (Note 10)..............cc.veeenene 372 (272) 344 (458)
Charges and credits to operations not involving an outlay of cash:
AMOITIZBEION ..ottt 468 521 1,263 1,634
Gain on disposal of capital @SSELS..........cvrrreeerneeernieerrerene e — 2 (10) (7)
Gain on dilution of equity interest in Mezure, INC. ......ccccoevvvvreennnn — — — (121)
Gain on liquidation of Mezure assets and liabilities (Note 10).......... (379) — (379) —
Amortization of deferred gain on sale/leaseback of capital assets....... (28) (33) (89) 97)
Net change in non-cash working capital related to operations (Note6) ..... (681) 470 1654 822
Cash provided by operating aCtiViti€s..........ccoveneeerneenersenerresesneesneeenee 1,039 648 4,858 2,291
Financing activities:
Issuance (repurchase) of shares (NOtED5) .......ccveereeerirenreneeree e (1) 6 22 (52)
Equity financing of jOINt VENTUIE ..o — 292 — 292
Related party notesreceivable............oovie i i — (261) 12 (255)
Notes payable... — 260 20 413
Decreasein cap|tal Iease obllganons ................................................................. (23) (83) (68) (245)
Effect of exchange rate changes on financing activities..................... 2 15 (74) (4)
Cash provided by (used in) financing aCtiVities ...........cccoveveereereeneeneeenn. (22) 229 (88) 149
Increasein cash beforeinvesting aCtivities.......ccoovervenrernenseennenes 1,017 877 4,770 2,440
Investing activities:
Purchase of capital and intangible assets (816) (446) (1,828) (792)
Proceeds from disposal of capital assets — 6 52 56
Investment in POINE, INC. .....oovieriiiiere s — (292) — (292)
Acquisition of CMC Electronics OEM GPS Busmess(Note 12)........... — — (155) —
Deferred development costs... e — — (75) —
Cash used in investing actlvm% ................................................................ (816) (732) (2,006) (1,028)
Increase in cash and short term iNVESIMENES.........ccveveeveeeeeceeeeeeee e 201 145 2,764 1,412
Cash and short term investments, beginning of Period.........cccoveneeereerenenn. 9,135 6,061 6,572 4,794
Cash and short term investments, end of Period.........c.oovevrerrernerrenreneenenen. $ 9,336 $ 6,206 $ 9,336 $ 6,206
Cash and short term investments consisted of:
Cash and cash eQUIVBIENES ... $ 4,743 $ 1,341 $ 4,743 $ 1,341
Restricted short term inveStMents. .. .......covevviie i e 3,455 3,455 3,455 3,455
Other short term iNVESIMENES. .. .....c..ivie it e e e e _ 1,138 1,410 1,138 1,410
$ 9336 $6206 $09336 56206
Interest paid related to bank advances and capital lease obligations............... $ 2 $ 6 $ 8 $ 23
E 10l gL P2 (S-S o 7= 1T o $ 83 I $ 84 $

See accompanying notes to the consolidated financial statements.



NOVATEL INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited, in thousands, except per share data)

Notel Basisof Presentation

The consolidated financia statements for the three and nine month periods ended September 28, 2003 and
September 28, 2002 presented in this Quarterly Report are prepared in accordance with generally accepted
accounting principles in Canada (Canadian GAAP or Canadian principles), are stated in Canadian dollars and
are unaudited. The financial statements reflect all adjustments which are, in the opinion of management,
necessary for afair statement of the results for the interim periods presented. The adjustments are of a normal
recurring nature. The financia statements follow the same accounting policies and methods of their
application as the audited annual consolidated financial statements for the year ended December 31, 2002.
The notes presented in these interim consolidated financial statements include only significant events and
transactions occurring since the Company’s last fiscal year and are not fully inclusive of al matters normally
disclosed in the Company’s annua audited consolidated financial statements. Accordingly, the unaudited
consolidated financial statements should be read in conjunction with the audited consolidated financia
statements and notes thereto included in the Company’s Annual Report for the year ended December 31, 2002
filed on Form 20-F with the Securities and Exchange Commission (SEC).

Note2 Adoption of New Accounting Standards
Stock -Based Compensation

Effective January 1, 2002, the Company adopted the provisions of Section 3870 of the Handbook of the
Canadian Institute of Chartered Accountants with respect to accounting for stock-based compensation and
other stock-based payments. The Corrpany has elected to continue to account for stock-based compensation
arrangements based on the intrinsic value of the transactions and to disclose the pro forma results of using the
fair value based method. Accordingly, the net earnings for the reported periods remain unchanged and the pro
formaresults of using the fair value based method are disclosed in Note 11.

Note3 Inventories

September 28, 2003 December 31, 2002
Raw materials and components..... $ 1511 $ 1257
WOrK-in-progress.........oceveerreeeeneenes 438 207
Finished goods.........ccoceneevenienennenen: 2415 3,316
$ 4364 $ 4780

Note4 Deferred Development Costs

As of September 28, 2003, the Company had deferred $2,513 of development costs net of accumulated
amortization related to the development of a certified aviation GPS receiver. The continued deferral of
these costs is subject to recoverability based on estimates of future sales of the certified aviation GPS
receiver. Should future actual sales of this receiver be materially lower from the current estimated sales, all
or a portion of the deferred development costs would be charged to results of operations. With the GPS
receiver reaching the commercialization stage, the Company has commenced amortizing these deferred
costs, using amethod similar to the unit-of-production method of amortization.

In the nine month period ended September 28, 2003, the Company deferred $75 of development costs
($nil in the nine month period ended September 28, 2002). The Company amortized $158 of these deferred
costs in the nine month period ended September 28, 2003 ($36 in the nine month period ended September
28, 2002).



Note5 Capital Stock

The Company has authorized an unlimited number of common shares and first preference shares, of which
7,697 common shares were outstanding as of September 28, 2003 (7,685 as of December 31, 2002).

Net income (loss) per share figures presented in the Company’s financial statements are based upon the
weighted average number of shares outstanding. Diluted net income (loss) per share figures are computed as
if the dilutive instruments were exercised at the beginning of the period (or the time of issuance, if later) and
the funds obtained were used to purchase common shares for cancellation at the average market price during
the period.

On September 4, 2001, the Company implemented a share repurchase program under which the
Company could repurchase up to 3% of the outstanding common shares over a 12 month period. By the time
the program expired on September 3, 2002, the Company had repurchased 23 shares.

On June 12, 2003, the Company implemented a new share repurchase program under which the
Company can repurchase up to 3% of the outstanding commons shares over a 12 month period. From June
12, 2003 through September 28, 2003, the Company repurchased 2 shares.

The Company maintains stock option plans for employees and members of the Board of Directors.
Under the plans, participants are granted options to purchase common shares of the Company at no less than
the market value on the date of the grant. The options have vesting periods ranging from three to four years
and expire ten years from the date of the grant, except for 30 options granted on February 13, 2001, which
have a nine month vesting period and expire in 2004. As of September 28, 2003, the Company had authorized
the granting of up to 1,261 options to purchase common shares of the Company under the stock option plans,
of which 51 had been exercised.

A summary of the status of the Company’s stock option plans as of September 28, 2003, and changes
during the nine month period ending on that date is presented below:

Weighted-
Number Average
Options of Shares Exercise Price
Outstanding at January 1, 2003.................. 974 US $4.59
Granted.......ocveeveereereeieieeeiseeseeseesesese e 184 225
Exercised... 149 1.58
Forfeited (3) 4.34
Outstanding at September 28, 2003................... 1,141 4.25
Options exercisable at September 28, 2003..... __ 136 US $5.35

The following table summarizes information about the stock option plans as of September 28, 2003:

Options Outstanding Options Exercisable
Weighted-Average
Range of Number Remaining Weighted-Average Number Weighted-Average
Exercise Prices Outstanding Contractual Life Exercise Price Exercisable Exercise Price

US $7.50to $11.25 437 3.6 years US $7.67 437 US $7.67
$4.00 3 8.5 4.00 1 4,00
$2.25t0 $3.44 438 8.4 244 93 275
$1.38 t0 $2.00 _ 263 5.8 1.59 200 1.56

US $1.38to $11.25 1141 6.0 US $4.25 736 US $5.35



Note6 Consolidated Statements of Cash Flows
The net changes in non-cash working capital related to operationsinclude:

Three Months Ended Nine Months Ended

Sept. 28, Sept.28, Sept.28,  Sept. 28,

2003 2002 2003 2002

(Increase) decrease in accounts receivables and related

party receivables.........ccooo i $(1,448) 6 764 $ 692 0 $ 43
(Increase) decrease in iNVENLONIES.........cccueveveeeenerenseereseneeeens (456) 525 347 920
(Increase) decrease in prepaid expenses and deposits............ (31) 96 (86) (45)
Increase (decrease) in accounts payable, accrued

liabilities and related party payables........................ 1,087 (681) 443 (201)
Increase (decrease) in deferred revenue and customer

012 00 1 £ 122 (243) 186 27
Increasein provision for future warranty COStS ..........cveverrenee. 45 9 72 78
Net change in non-cash working capital ..........cccocveenicnienn. (681) 470 1,654 822

Note7 Commitmentsand Contingencies

a) As at September 28, 2003, intangible assets included $388 related to the Company’s 1996 settlement
agreement with Trimble Navigation Limited (Trimble). This settlement agreement with Trimble includes a
provision that Trimble may, at its sole gotion, terminate rights granted thereunder, including licenses,
should the Company undergo a direct change in control. On June 26, 2001, the Company received notice
from Trimble terminating the licenses and rights under the settlement agreement in connection with the
share acquisition by CMC Electronics Inc. (“CMC Electronics’) in April 1998. The Company has sought
legal advice regarding Trimble's termination rights under the 1996 settlement agreement and is continuing
to evaluate the impact, if any, of Trimble’ s notice of termination. Asthis matter has not been resolved as of
September 28, 2003, the Company has not provided for any impairment of these intangible assets.

b) The Company is subject to legal proceedings and other claims which arise in the ordinary course of its
business. The Company has sought legal advice on these matters. In the opinion of management, the ultimate
liability with respect to the resol ution of these actionsis not expected to materially affect the financial position
or results of operations.

¢) In the normal course of business, the Company uses forward foreign currency contracts to reduce its
exposure to fluctuations in the U.S. dollar to Canadian dollar exchange rates. The Company documents the
relationship between hedging instruments and hedged items, as well as its risk management objective for
undertaking hedging transactions. The process includes linking hedging instruments to assets and liabilities
on the balance sheet or to forecasted transactions. The Company also assesses, both at the hedge's inception
and on an ongoing basis, whether the foreign currency contracts that are used in hedging transactions are
effective in offsetting changes in fair values or cash flows of hedged items. The contracts are not used for
trading or speculative purposes. The contracts are normally for terms of up to twelve months and are used as
hedges of a portion of the Company’s U.S. dollar denominated revenues. Foreign exchange gains and losses
on foreign currency contracts used to hedge current foreign currency assets and liabilities are accrued under
current assets or liabilities on the balance sheet and recognized currently in other income/expense, net,
offsetting the respective translation gains and losses recognized on the underlying asset or liability.

Foreign exchange gains and losses on foreign currency contracts used to hedge anticipated U.S. dollar
revenues beyond 60 days are applied against the underlying revenues when these revenues are recognized.

At September 28, 2003, the Company had forward foreign currency contracts to sell US$3,000 between
September 30, 2003 and December 31, 2003 at rates between $0.6480 and $0.6626.



Note8 Related Party Transactions

In the normal course of business, the Company had the following transactions, measured at the
exchange amount, with its related parties:

Nine Months Ended

September 28,  September 28,

2003 2002

Product salesto PoiNt, INC. .......c.ovviiviiriiie e cee e e e ain e $ 863 $ 740
Services provided to Point, INC. .......coooviiiiiii 98 141
Royalty income from Point, INC. ...........ccooiiiiiiii i — 39
Inventory purchases from CMC ElectronicsInc. ...........c.coeevnenee. 1,536 703
Royalties charged to CMC ElectronicsInc. ...........cc.ccoveiivi i venennn. 210 49
Other expenses from CMC ElectronicsInc. .........c.oovvvivie v vennnn. 341 141
Engineering services charged by Point, Inc. ...............ooeiviiinnnn. 71 3
Contracted development costs charged by CMC Electronicsinc. ....... 75 —
Engineering services charged by CMC Electronicsinc. ................ 311 —
Consulting services charged by David E. Vaughn (excluding Board of

DireCtors aCtiVities).......ccuevveieieieieereee e 38 55

Related party receivables at September 28, 2003 consist of $1,407 from Point, Inc. ($673 at December
31, 2002) and $123 from CMC Electronics ($57 at December 31, 2002). Related party payables at
September 28, 2003 were comprised of amounts due to CMC Electronics of $1,680 ($318 at December 31,
2002) and $13 to Point, Inc. ($9 at December 31, 2002).

The related party notes receivable of $1,646 ($1,932 at December 31, 2002) reflects the Company’s
proportionate joint venture interest in the aggregate borrowings by Point, Inc. from the Company and
Sokkia Co., Ltd. (“Sokkia") of US$4,830. Theloans are secured by the assets of Point, Inc., and bear interest
at 3% in 2003 (between 3% and 6% in 2002). On November 10, 2003, the Company and Sokkia agreed to
extend the due dates on the loans to December 31, 2003. In addition, on November 10, 2003, the Company
and Sokkia agreed to provide an additional US$500 loan to Point, with the Company’s share being US$245
(seeNote 9).

On May 14, 2003, the Company acquired CMC Electronics Inc.’s non-aviation Global Positioning
System (GPS) OEM product line. The purchase price was comprised of $150 at closing and $600 payable
over time as aroyalty on the revenue generated by this business (see Note 12). The fair value of net assets
acquired isasfollows:

Capital assets $150
Intangibles 497
Total investment $647

Note9 Investment in Point, Inc.

On July 20, 1999, the Company and Sokkia Co., Ltd. formed a joint venture, Point, Inc., to distribute
GPS based products for surveying, mapping, geographical information systems, construction and
construction machine control applications, on a worldwide basis. The consolidated financial statements
presented herein include the Company’ s proportionate share of the accounts of Point, Inc.

The following is a summary of the Company's proportionate share of the financial position, operating
results, and cash flows of Point, Inc. :
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September 28, December 31,

2003 2002

CUITENt 8SSELS......vvceeeeeceeeeee e $ 1,789 $ 2,247
Non-current assets........ 108 139
Total assets $ 1897 $ 2386

Current [iabilitieS ....ccveveeeeeeereeeereee e $ 2974 $ 3,477
Long-term liabilitieS.....cccovvverererccrrrrenes Y Yy
Total liabilities.......cccooeveevreruenne $ 2974 $ 3477

Nine Months Ended
September 28, 2003  September 28, 2002

REVENUES .....covreereerireeeseesessesessesessnsesssnesnns $ 4361 $ 3,396
EXPENSES.....coivriririririnisesene s 4,604 4517
Net Income (LOSS) .....covereeerenne $ (243) $ (1,121)
Cash provided by (used in)
Operating activities........c.cccoceeueennee. $ (6) $ (1,421)
Investing actiVities.......c.cocveeereereennes $ (25) $ (35)
Financing actiVities........ccceeocuvereernen. $ (12) $ 558
Effect of exchange rate changes on
financing activities...........ccceeee.. $ (274 $ (1)

Included in current liabilities is the Company’s share of notes payable by Point, Inc. to Sokkia, in the
amount of $1,646 ($1,932 at December 31, 2002). The loans are secured by the assets of Point, Inc. and
bear interest at 3% (between 3% and 6% in 2002). As of September 28, 2003, Point, Inc. has borrowed
US$4,830 in aggregate from the Company and Sokkia. On November 10, 2003, the Company and Sokkia
agreed to extend the due dates on the loans to December 31, 2003. In addition, on November 10, 2003, the
Company and Sokkia agreed to provide an additional US$500 loan to Point, with the Company’s share being
US$245.

Point, Inc. is dependent on the Company and Sokkia for product supply, distribution and financing.
Should Sokkia or the Company discontinue their support, Point, Inc.’s ability to continue as a going
concern would be impaired. If the loans to Point, Inc. of US$5,330 were ultimately not repaid by Point,
Inc. to the Company and Sokkia, or if Point, Inc. were liquidated in an orderly wind-down, the Company
believes that its maximum loss exposure in the statement of operations to Point, Inc., as of September 28,
2003, after consideration of the effects of the proportionate consolidation of Point, Inc., would be
approximately $400, comprised primarily of working capital related items and the costs incurred to cease
operations. These financial statements do not reflect any adjustments that would be required if Point, Inc.’s
operations were discontinued.

Note 10 Discontinued Operations (Mezure, Inc.)
As of September 28, 2003, the Company owned a 70% equity interest, which had been acquired in

2001, in Mezure, Inc. (“Mezure’), a company that had been developing a GPS, wireless communication
and internet based product for deformation monitoring of manmade and natural structures.

11



During the latter part of 2002, the Company discontinued its financial support of Mezure. In February
2003, Mezure was informed that the minority shareholder who had been providing financial support required
to fund Mezure' s operating activities would discontinue such support.

On April 8, 2003, the shareholders of Mezure voted unanimously to proceed with a Chapter 7
bankruptcy, which was filed on June 25, 2003. On September 24, 2003 an Order Approving Trustee's
Account, Discharging Trustee and Closing Estate was entered into the docket of the United States Bankruptcy
Court, District Oregon (Portland). Consequently, the Company is treating Mezure as a discontinued operation
and accordingly hasrestated the statement of operations for prior periods.

With the Chapter 7 bankruptcy filing concluding, the Company recognized a gain of $379 relating to the
liquidation of the residual assets and liabilities of Mezure in the three month period ended September 28,
2003. While Mezure operated as a separate corporation, Mezure's third party creditors could potentially
attempt to satisfy their claims with Mezure by pursuing these claims against the Company. The Company
believes that these claims would not be valid and that the ultimate liability with respect to the resolution of
these actionsis not expected to materially affect the Company’ sfinancial position or results of operations.

The income (loss) from discontinued operations pertaining to Mezure for the three and nine months
periods ended on September 28, 2003 and September 28, 2002 is as set forth below.

Discontinued Operations

Three Months Ended Nine Months Ended
Sept. 28, Sept. 28, Sept. 28, Sept. 28,
2003 2002 2003 2002
REVENUES........ccoeveercrierinnne $— $ 77 $34 $ 209
Cost of Sales — (39) (11) (98)
Research and development expenses...... — (39) (27) (146)
Selling and marketing expenses.......... — (139) (32) (259)
General and administration expenses... 4 (111) (112) (293)
Other income (EXPENSE).......ccvuvererrerenrenens 3) (21) 113 129
Gain on liquidation of assets and liabilities.... 379 — 379 —
Income (loss) from discontinued operations.. $_372 $(272) $ 344 $ (458)

The consolidated balance sheets as of September 28, 2003 and December 31, 2002 include residual
assets and liabilities related to discontinued operations as follows:

September 28, 2003 December 31, 2002

Cash and short term investments.............. $ — $1
Accountsreceivable.................oeien. — 28
INVENLONIES ... .v v e e e — 0
Prepaid expenses and deposits ............... — 13
Capital 8ssetS ......covvvviieiiiiee e, — 93
Intangibleassets ...........ccoeveiviiiennnen — 192
Accounts payable and accrued liabilities ... 60 365
Notespayable .............cooviiiiiiiiinnnns — 486
Deferred revenue and customer deposits..... — 41

Note 11 Stock -Based Compensation

At September 28, 2003, the Company had issued 1,141 options to employees and directors to purchase
common shares under its stock-based compensation plans (see Notes 2 and 5). As the Company accounts



for stock-based compensation arrangements based on the intrinsic value of the transactions, no
compensation cost was recognized within the statement of operations for the period ended September 28,
2003 as all options were granted at no less than the market value of the Company’s shares on the date of
grant. Had compensation cost for the Company’s stock-based compensation plans been determined based
on the fair value of the options at the grant dates, the Company’s pro forma net income and net income per
share would have been asfollows:

Three Months Nine Months
Ended Ended
Sept. 28, Sept.28, Sept.28,  Sept. 28,
2003 2002 2003 2002
Net income (loss) from continuing operations  As reported $1,287 $(36) $2,075 $518
Pro forma $1,183 $(133) $1,743 $225
Basic net income (loss) from continuing Ass reported $0.17 $(0.00) $0.27 $0.07
operations per share Pro forma $0.15 $(0.02) $0.23 $0.03
Diluted net income (loss) from continuing Asreported $0.16 $(0.00) $0.26 $0.07
operations per share Pro forma $0.15 $(0.02) $0.22 $0.03
Net income (loss) Asreported $1,659 $(308) $2,419 $ 60

Proforma $1555  $(405)  $2087  $(233)

Basic net income (loss) per share Asreported $0.22 $(0.04) $0.31 $0.01
Pro forma $0.20 $(0.05) $0.27 $(0.03)

Diluted net income (loss) per share Asreported $0.21 $(0.04) $0.30 $0.01
Pro forma $0.19 $(0.05) $0.26 $(0.03)

The fair value of each option granted is estimated using the Black-Scholes option pricing model with
the following weighted-average assumptions used for options granted in 2002 and 2003: dividend yield of
0%; expected lives of 10 years; expected volatility of between 98% and 135% and a risk-free interest rate
of 4.3%.

Note 12 Acquisition of CMC Electronics OEM GPS business

On May 14, 2003, the Company acquired CMC Electronics Inc.’s non-aviation Global Positioning
System (GPS) OEM product line. The purchase price was comprised of $150 at closing and $600 payable
over time as aroyalty on the revenue generated by this business. The fair value of net assets acquired is as
follows:

Capital assets $150
Intangibles 497
Total investment $647

The intangibles are comprised primarily of technology, product design, customer relationships and an
established market presence. The Company estimates that these intangibles will have an expected useful life
of 4 years and the Company commenced amortization of these intangibles on July 1, 2003, using the straight-
line method.

CMC Electronics owns approximately 58% of the Conpany’s outstanding common shares and

accordingly isarelated party. The acquisition of the CMC Electronics' GPS OEM product line was reviewed
and approved by acommittee of independent directors established by the Company’ s Board of Directors.
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Note 13 Differences between Canadian and United States Generally Accepted Accounting Principles

The consolidated financial statements have been prepared in accordance with generaly accepted
accounting principles in Canada (Canadian GAAP or Canadian principles). The significant differences from
U.S. generally accepted accounting principles (U.S. GAAP or U.S. principles) are asfollows:

a) Revenue Recognition

In December 1999, the SEC issued Staff Accounting Bulletin (“SAB”) 101, Revenue Recognition in
Financial Statements, which provides guidance related to revenue recognition based on the interpretations
and practices of the SEC. The Company believes that its existing revenue recognition policies are in
accordance with the guidance provided in SAB 101.

b) Deferred Development Costs

As of September 28, 2003, the Company had deferred $2,513 of development costs related to the
development of a certified aviation GPS receiver. In the nine month period ended September 28, 2003, the
Company deferred $75 of development costs ($nil in the nine month period ended September 28, 2002) in
accordance with Canadian GAAP. Under U.S. GAAP, these costs would be expensed as incurred as research
and development costs.

In the nine month period ended September 28, 2003, the Company amortized $158 of deferred
development costs ($36 in the nine month period ending September 28, 2002) in accordance with Canadian
GAAP. Under U.S. GAAP, these costs would have been expensed in the periods when the originating
expenditures were incurred.

Further, for U.S. GAAP purposes, the Company would have recharacterized the goodwill acquired on
the Mezure share acquisition of $231 as development related costs, and these costs would have been
expensed on acquisition in 2001.

c) Derivatives and Hedging Activities

The Company has historically entered into foreign exchange options and forward contracts to manage
its exposure to foreign currency fluctuations. In June 1998, the FASB issued SFAS 133, “Accounting for
Derivative Instruments and Hedging Activities” subsequently amended by SFAS 137 and SFAS 138. These
pronouncements establish accounting and reporting standards for derivative instruments, including certain
derivative instruments embedded in other contracts, and for hedging activities. They require companies to
recognize all derivatives as either assets or liabilities on the balance sheet and measure those instruments at
fair value. Gains or losses resulting from changes in the value of those derivatives would be accounted for
depending on the use of the derivative and whether it qualifies for hedge accounting. Had the Company
prepared its consolidated financial statements in accordance with U.S. GAAP, it would have applied the
pronouncements of SFAS 133, 137 and 138 effective January 1, 2001, on a prospective basis without
restatement of prior period financial statements. Under U.S. GAAP, the adoption of these accounting
standards would result in an increase in total assets of $266 as of September 28, 2003 (decrease of $48 as of
December 31, 2002) related to the fair value of the Company’s foreign exchange contracts.

d) Investment in Joint Ventures

The accounts of the Company’s 49% joint venture interest in Point, Inc. is proportionately consolidated
as required under Canadian GAAP. Under U.S. GAAP, proportionate consolidation is not permitted, and
the Company’s investment in this joint venture would be accounted for using the equity method. As
permitted by SEC guidance, the effects of this difference in accounting principles have not been reflected in
the accompanying tables.

In the nine month period ended September 28, 2003, the Company recognized a gain of $379 related to
the liquidation of the residual assets and liabilities of Mezure (see Note 10). Under U.S. GAAP, this gain
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would have been increased by $192 reflecting development related costs that would have been expensed
previously.

In addition, in the nine month period ended September 28, 2002, the Company recognized a gain of
$121 related to the reduction of its equity interest in Mezure from approximately 74% to 70%. Under U.S.
GAAP, the Company would have reflected the effects of this transaction as a direct increase in
shareholder’ s equity of $160 after consideration of the impact of previous U.S. GAAP adjustments.

e) Intangibles Related to Acquisition of CMC Electronics OEM GPS Business

On May 14, 2003, the Company acquired the CMC Electronics non-aviation GPS product line (see
Note 12). The fair value of the net assets acquired included $497 in intangibles, comprised primarily of
technology, product design, customer relationships and an established market presence. The Company
estimates that $74 of these intangibles would have been treated as development related costs under U.S.
GAAP, and consequently would have been expensed on acquisition.

f) Comprehensive Income

Under U.S. GAAP, during 1998, the Company would have been required to adopt SFAS 130, “Reporting
Comprehensive Income”. Had the Company adopted SFAS 130, it would have recorded an income of $315
within other comprehensive income, related to the fair value of foreign exchange contracts, in the nine month
period ended September 28, 2003 ($82 |oss in the nine month period ended September 28, 2002).

g) New U.S. GAAP Accounting Pronouncements

In August 2001, the FASB approved for issuance SFAS 143, “Accounting for Asset Retirement
Obligations.” This statement is effective for fisca years beginning after June 15, 2002. This statement
requires that the fair value of the liability for an asset retirement obligation be recognized in the period in
which it isincurred if a reasonable estimate of fair value can be made. Associated asset retirement costs are
capitalized as part of the carrying amount of the long-lived asset. The adoption of SFAS 143 in January 2003
would not have had a material impact on the Company’ s financial statements.

In November 2002, the FASB issued Interpretation No. 45 “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others’ (FIN 45). FIN 45
elaborates on the disclosures the Company must make about the Company’s obligations under certain
guarantees that the Company has issued. It also requires the Company to recognize, at the inception of a
guarantee, a liability for the fair value of the obligations the Company has undertaken in issuing the
guarantee. The initial recognition and initial measurement provisions are to be applied only to guarantees
issued or modified after December 31, 2002. Adoption of these provisions would not have had a material
impact on the Company’ s financial position or results of operations.

In December 2002, the FASB issued Statement No. 148 “Accounting for Stock-Based Compensation -
Transition and Disclosure, an Amendment of FASB Statement No. 123" (FAS 148). FAS 148 amends FAS
123 “ Accounting for Stock-Based Compensation”, to provide alternative methods of transition for avoluntary
change to the fair value based method of accounting for stock-based employee compensation. In addition,
FAS 148 amends the disclosure requirements of FAS 123 to require prominent disclosures in both annual and
interim financial statements about the method for accounting for stock-based employee compensation and the
effect of the method used on reported results. FAS 148 has no material impact on the Company’s financial
statements, as the Company does not plan to adopt the fair value method of accounting for stock options at the
current time.

On April 30, 2003, the FASB issued SFAS No. 149, "Amendment of Statement 133 on Derivative
Instruments and Hedging Activities." SFAS 149 amends and clarifies the accounting for derivative
instruments, including certain derivative instruments embedded in other contracts, and for hedging
activities under SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities." The
provisions of this statement are generally effective for contracts entered into or modified after June 30,
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2003. The Company is in the process of assessing the impact of adopting this standard on its consolidated
results of operations and financial position.

On May 15, 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments
with Characteristics of both Liabilities and Equity.” The provisions of this statement are effective for all
financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the
beginning of the first interim period beginning after June 15, 2003. SFAS No. 150 establishes standards
dealing with the classification of certain financial instruments with characteristics of both liabilities and
equity. Financia instruments issued in the form of shares that are mandatorily redeemable, those that
require the issuer to buy back shares in exchange for cash or other assets, and instruments that can be
settled with shares at a specific or determinable date and valuation, are required to be classified as
liabilities. The adoption of SFAS 150 would not have had a material impact on the Company’s financial
statements.

Thefollowing standardsissued by the FASB do not impact the Company:

- Statement No. 145 - “Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections’, effective for financial statements issued on or after
May 15, 2002,

- Statement No. 146 - “Accounting for Costs Associated with Exit or Disposal Activities’, effective
for exit or disposal activitiesinitiated after December 31, 2002;

- Statement No. 147 - “Acquisitions of Certain Financia Institutions - an Amendment of FASB
Statements No. 72 and 144 and FASB Interpretation No. 9", effective for acquisitions on or after
October 1, 2002; and

- Interpretation No. 46 - “Consolidation of Variable Interest Entities’, effective for financial
statements issued after January 31, 2003.

The effects of the above noted differences between Canadian and U.S. GAAP on the statements of
operations and on the balance sheets are as follows:

Three Months Ended Nine Months Ended
September 28, September 28, September 28, September 28,
2003 2002 2003 2002
Net income from continuing operations
— Canadian GAAP ... $ 1,287 $ (36) $ 2,075 $ 518
Adjustmentsto U.S. GAAP
Deferred development costs.................. Yy E (75) )
Amortization of deferred
development COStS..........occeveeenne 80 10 158 36
Development related costs pertaining
to CMC L1 business................... (68) Yy (68) Y

Net income from continuing operations $ 1299 $  (20) $ 2000 $ 554
— U.S GAAP .ttt

Income (loss) from discontinued 372 (272) 344 (458)
operations — Canadian
GAAP.......cce.
Adjustmentsto U.S. GAAP
Gain on liquidation of Mezure, Inc. . 192 E 192 Y
Gain on dilution of equity in Mezure,
INC. coii e Y Yy % 121

Income (loss) from discontinued
operations— U.S. GAAP............oeeee. 564 (272) 536 (579)
Net income— U.S. GAAP.........cceeee. $ 1863 $ (298) $ 2626 $ (25
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Net unrealized gain on foreign
exchange (280)

(262)

315

CONracts...........oevvvveeeinninenns
Comprehensive $ 1583

INCOME......oviviinineeinnnnn

Total Assets

CaNadianN GAAP..... ettt

Adjustmentsto U.S. GAAP

Deferred development COSES......cvveerverereeneresseeesereseeeens
Fair value of financial instruments................ccceuen ..

Write-off of development related costs on business

2 Tol o DTS 1 (o] IO SR

U.S. GAAP s

Total Shareholders Equity

CaNadianN GAAP..... e

Adjustmentsto U.S. GAAP

Deferred development COSES.......covvvrnrnrerenesereneseenenens
Fair value of financial instruments.........................

Write-off of development related costs on business

ot (U1 (o) o
U.S. GAAP before other comprehensive income......................

Accumulated other comprehensiveincome (10SS).............cocevees

U.S. GAAP. .

17

(82)

$ (5600 s 2941 @ $_(107)

September 28, December 31,
2003 2002

................. $ 33,284 $ 30,890
................. (2,513) (2,596)
........... 266 (48)
............. (68) 192
................. $ 30,969 $ 28,054
................. $ 22,988 $ 20,547
.................. (2,513) (2,596)
......... 3/, 3/,
.............. (68) 192
.................. $ 20407 $ 17,759
266 (48)

.......... $ 20,673 $ 17711



Net income per share as computed under Canadian and U.S. principles s as set forth below for the
following periods:

Net income (loss) from continuing Three Months Period Ended
oper ations per share

September 28, 2003  September 28, 2002

Canadian GAAP —basiC.......cccccoeeueereenneee. $ 0.17 $ (0.00)
U.S. GAAP—basic $ 0.17 $ (0.00)
Canadian GAAP —diluted.........cccooveune. $ 0.16 $ (0.00)
U.S. GAAP—diluted......coeeererernnee. $ 0.16 $(0.00)
Net income (loss) per share

Canadian GAAP —basiC.......ccoceeeevvreenne $ 0.22 $(0.04)
U.S. GAAP—DaSIC....ccoeevereereerreerene $ 0.24 $(0.04)
Canadian GAAP —diluted.........ccccoeueuueeee $ 021 $ (0.04)
U.S. GAAP —diluted $ 0.23 $(0.04)
Net income from continuing Nine Months Period Ended

oper ations per share

September 28, 2003 September 28, 2002

Canadian GAAP —DaSiC.....ccceveeverrrinnns $ 0.27 $ 0.07
U.S. GAAP —DaSIC..coeeveeeeeeeeeeeeeeeeen $ 0.27 $ 0.07
Canadian GAAP —diluted.......ccoccovveennee $ 0.26 $ 0.07
U.S. GAAP—diluted ..o $ 0.26 $ 0.07

Net income (loss) per share

Canadian GAAP — BaSiC .....oocceoovcrressen $ 031 $ 001
U.S. GAAP = DESICorrerrrserrsseessseeessee $ 034 $ (0.00)

Canadian GAAP — diluted $ 0.30 $ 001
U.S. GAAP — dil Ut eoverreeoreeeesrrsens $ 0.33 $(0.00)
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h) Pro Forma Earnings— Fair Value Method of Accounting for Stock Options— U.S. GAAP

Net income (loss) from continuing operations—
U.S. GAAP

Less: Fair value of stock options

Net income (loss) from continuing operations—
U.S. GAAP

Net income (loss) from continuing operations—
earnings per share (basic)

Net income (loss) from continuing operations—
earnings per share (diluted)

Net income (loss) — U.S. GAAP
Less: Fair value of stock options
Net income (loss) — U.S. GAAP

Net income (loss) — earnings per share (basic)

Net income (loss) — earnings per share (diluted)

Asreported

Pro forma

Asreported
Proforma

Asreported
Pro forma

Asreported

Pro forma

Asreported
Proforma

Asreported
Pro forma
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Three Months Nine Months
Ended Ended
Sept. 28, Sept. 28, Sept.28,  Sept. 28,
2003 2002 2003 2002
$1,299 $ (26) $2,090 $554
(104) (97) (332) (293)
51,195 $(123) $1,758 $261
$ 017 $(0.00) $ 027 $0.07
$ 0.16 $(0.02) $0.23 $0.03
$ 0.16 $(0.00) $ 0.26 $0.07
$ 0.15 $(0.02) $ 022 $0.03
$1,863 $(298) $2,626 $ (25)
(104) (97) (332) (293)
$1,759 $(395) $2294  $(318)
$ 024 $(0.04) $ 034 $(0.00)
$ 023 $(0.05) $ 0.30 $(0.04)
$ 0.23 $(0.04) $ 033 $(0.00)
$ 022 $(0.05) $ 029 $(0.049)



MANAGEMENT’S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS
STATEMENT OF OPERATIONS DATA (1)

(unaudited, in Canadian $ thousands, except per share data)

Revenues:.

Total rTEVENUES.......cvvvi e e e e e

Cost of sales:
Cost of product sales..........ccocvveviviiieiee e,
Cost of NREFEES......cviiviiiiii e e
Total costof sales........coooiiiiiiiii i,

(€01 o] (0] 1 SRR

Operating expenses:
Research and devel opment
Selling and marketing............
General and administration

Total operating EXPENSES........cceerreeerrieeenseemnseennas

Operating iNCOME (10SS)......ccouvurerererererererereresesesesesesesesees

INtErest iNCOME, NEL ...
Other inCOmMe (EXPENSE).......ovceieeeieeereerereeereeerseserneaens

Income from continuing operations before income

Provision for inCoOme taxes..........ccovvverererenereneseeenenens
Net income (loss) from continuing operations ...........
Income (loss) from discontinued operations.......
Net income (10SS)....ccvevi i e e
Net income (loss) per share (basic)

Continuing Operations..........c.coevvevieeeineaneanns

Discontinued operations.............ccvoevieiienanns
Net income (loss) per share........................

Weighted average shares outstanding (basic) ................

Net income (loss) per share (diluted)

20

Three Months Ended Nine Months Ended
Sept. 28, Sept. 28, % Sept. 28,  Sept. 28, %
2003 2002 Change 2003 2002 Change
$9172 $ 4568 >100% $22,222 $ 17,291 2%
1,752 2167 _(19%) 5115 4,610 11%
10,924 6.735 62% 27,337 21,901 25%
4,155 2,486 67% 10,321 8,423 23%
842 1,262 (33%) 2,605 2,902 (10%)
4,997 3.748 33% 12,926 11,325 14%
5,927 2987 98% 14411 10,576 36%
2,095 1,039 >100% 5,185 3,863 34%
1,376 1,107 24% 3,790 3,036 25%
1,175 921 28% 3,038 2,861 6%
4,646 3.067 51% 12,013 9,760 23%
1,281 (80) N/A 2,398 816 >100%
48 25 92% 146 53  >100%
(28) 64 N/A (434) (288) 51%
1,301 9 >100% 2,110 581 >100%
14 45 (69%) 35 63 (44%)
$ 1,287 $(36) N/A $2,075 518 >100%
372 $ (272) N/A 344  $ (458) N/A
$1659 $ (308) _N/A $2419 $ 60 =2100%
$ 017 $ (0.00) $ 027 $ 007
0.05 (0.04) 0.04 (0.06)
$ 022 $(0.04) $ 031 3 001
7.696 7,676 7,690 7.679




Continuing OPErations...... ... ..c.oevervnevirineeennnes
Discontinued Operations.............o.veeveveeennne.
Net income (loss) per share..............c.oooeee.

Weighted average shares outstanding (diluted).............

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS
STATEMENT OF OPERATIONS DATA (1), (2)
(unaudited, in U.S. $ thousands, except per share data)

Revenues:

Total reVENUES. ... e

Cost of sales:
Cost of product sales..........cooeeiiiii i
Cost Of NRETEES. ..o v
Total costof sales.......ccoeviviiiiiiiie e,

(€015 o/ (o)1 1 (TR
Operating expenses:
Research and development...........ooccveeeneeeenernencrnenns
Selling and Marketing........c.coceeevevereererenseeneneseeerenens

General and administration...........ccecvveereereresseeerenens
Total operating EXPENSES.......cvvvvveeerererseeererenenenns

Operating iNnComMe (10SS)........ccueeurieemnieernsremerseerseessenens

INtEreSt iINCOME, NEL ...ttt
Other (iNCOME) EXPENSE.....c.vceieeerieerreerereeereeersesesseaens

Income from continuing operations before income

Provision for inCoOme taxes..........cccvvverereneeeereneseeenenens
Net income (loss) from continuing operations ...........
Income (loss) from discontinued operations.......
Net income (10SS)....ccvveveivieiieiie e e
Net income (loss) per share (basic)
Continuing Operations. .........ccccovve e ceiiernnnenns
Discontinued operations.............cccecvve e eennnn.

Net income (loss) per share.............c.ceeen ..

Weighted average shares outstanding (basic).................

Net income (loss) per share (diluted)

21

$ 016 $ (0.00) $026 $ 007
0.05 (0.04) 0.04 (0.06)
$ 021 $(0.04) $030 $ 001
8,017 7,766 _£.957 7,848
Three Months Ended Nine Months Ended
Sept. 28, Sept. 28, % Sept. 28, Sept. 28, %
2003 2002 Change 2003 2002 Change
$ 6992 $3482 >100% $16,940 $13,181 29%
1,335 1,652 (19%) 3.899 3,514 11%
8.327 5,134 62% 20,839 16,695 25%
3,167 1,895 67% 7,868 6,421 23%
642 962 (33%) 1,985 2212 (10%)
3.809 2.857 33% 9.853 8,633 14%
4518 2,277 98% 10,986 8.062 36%
1,597 792 >100% 3,953 2,945 3A%
1,049 844 24% 2,889 2,314 25%
895 702 28% 2.316 2,181 6%
3.541 2.338 51% 9,158 7.440 23%
977 (61) N/A 1,828 622 >100%
37 19 95% 111 40 >100%
(22) 49 N/A (331) (219) 51%
992 7 >100% 1,608 443 >100%
11 A (68%) 26 48 (46%)
$ 981 $ (27) N/A $1582 $ 395 >100%
284 (208) N/A 262 (349) N/A
$1.265 $(235) _N/A $1844 $ 46 2100%
$ 013 $(0.00) $021 $0.05
0.04 (0.03) 0.03 (0.04)
$ 017 $(003) $024 $001
7,696 7,676 _£,690 _7,679



Continuing Operations. .. ............vevveeieneeneenenn $ 012 $(0.00) $ 020 $ 0.05

Discontinued operations..............c.ccoeeeveeeeninn. 0.04 (0.03) 0.03 (0.04)
Net income (loss) per share.............cccceeeeee.. $ 016 $(0.03) $ 023 $001
Weighted average shares outstanding (diluted)............. 8017 _7.766 L9957 —£.848
us$
Equivalent
December 31, September 28, September 28,
2002 2003 2003(2)

Balance Sheet Data (1):
(Canadian $, thousands)

Working Capital ..........ccocvevnerrereeeesieseseseese s sessssseneens $ 14,372 $ 15,678 $ 11,951
TOtAl ASSELS....ceeeeereereereireireisee ettt enens 30,890 33,284 25,372
Bank adVanCes..........cccovvevmerrenseenressssesssesssssssesssssesnens Yy — —
Long-term liabilities......cccceeevececerescceeereee e 9B 25 19
Total shareholders’ equity......ccoocevveceenereeeereseneens 20,547 22,988 17,524

(1) The consolidated financial statements have been prepared in accordance with generally accepted
accounting principles in Canada (Canadian GAAP or Canadian principles). The significant differences from
U.S. generally accepted accounting principles (U.S. GAAP or U.S. principles) are disclosed in Note 13 of the
Notes to Consolidated Financial Statements contained in thisreport.

(2) Canadian dollar amounts have been translated into U.S. dollars solely for the convenience of the reader
at the rate of US $0.7623 per CDN $1.00 which was the exchange rate as of October 27, 2003. These
translations are not necessarily representative of the amounts that would have been reported if the Company
had historically reported its financial statements in U.S. dollars. In addition, the rates utilized are not
necessarily indicative of the rates in effect at any other time.

RECENT DEVELOPMENTS
Discontinuance of Mezure, Inc.

On February 28, 2003, Mezure, Inc. (“Mezure”) notified its shareholders that as a result of shortfallsin
cash flows from operations and itsinability to meet current vendor obligations, Mezure would pursue afederal
bankruptcy filing. On March 5, 2003, the Company’s representatives resigned from the Mezure Board of
Directors. On April 8, 2003, the shareholders of Mezure voted unanimously to proceed with a Chapter 7
bankruptcy filing for Mezure (see Other Risk Factors). On June 25, 2003, Mezure filed for Chapter 7
bankruptcy with the United States Bankruptcy Court, District Oregon. On September 24, 2003 an Order
Approving Trustee's Account, Discharging Trustee and Closing Estate was entered into the docket of the
United States Bankruptcy Court, District Oregon (Portland). With the Chapter 7 bankruptcy filing
concluding, the Company recognized a gain of $379,000 relating to the liquidation of the residual assets and
liabilities of Mezure in the three month period ended September 28, 2003. While Mezure operated as a
separate corporation, Mezure's third party creditors could potentially attempt to satisfy their claims with
Mezure by pursuing these claims against the Company. The Company believes that these claims would not
be valid and that the ultimate liability with respect to the resolution of these actions is not expected to
materially affect the Company’s financial position or results of operations. However, there can be no
assurance of this.

Acquisition and I ntegration of New Businesses
On May 14, 2003, the Company acquired CMC Electronics Inc.’s non-aviation Global Positioning

System (GPS) OEM product line. The new product line will extend the Company’s current high-
performance, upgradeable L1 and L1/L2 product line into the mid-level L1 market. This will increase the



Company’s total addressable market in core segments and also create entry points into new vertical
markets, such as timing and marine.

The purchase price was comprised of $150,000 at closing and $600,000 payable over time as a royalty
on the revenue generated by this business. The Company expects the $600,000 royalty payment will be
paid out by the end of 2005. The Company expects the CMC Electronics GPS product line will contribute
approximately $2.5 million in revenue and will incur a loss of approximately $262,000 during 2003. The
loss in 2003 is primarily aresult of one-time engineering development related costs of $366,000 that will
be incurred in 2003. The potential risk that the Company may not effectively integrate the product
development, marketing, production and the distribution of CMC Electronics GPS OEM product line
could have a material adverse effect on the Company’s business, financial condition and results of
operations.

03 2003 Compared to Q3 2002

The results of operations for the third quarter of 2002 have been restated to reflect the treatment of
Mezure, Inc. as a discontinued operation.

Revenues. Revenues include product sales and non-recurring engineering (“NRE”) fees. Revenue from
product sales consists primarily of sales of original equipment manufacturer (“OEM™) GPS receiver boards,
GPS antennas, software, software upgrades, Wide Area Augmentation System (“WAAS") type receivers
and end user products for the geographica information systems (“GIS’) and survey markets. The
Company categorizes its revenues into the following three market sectors: 1) Geomatics;, 2) Aerospace
and Defense; and 3) Special Applications.

Total revenues were $10.9 million in the third quarter 2003 compared to $6.7 million in the third
quarter 2002. The Company recorded higher revenues in each of its market sectors with the largest dollar
increase occurring in the Special Application’s sector. The higher revenues were achieved despite the
adverse impact of the weak U.S. dollar. Since the majority of the Company’s revenues are denominated in
U.S. dollars, a weaker U.S. dollar adversely affects the Company’s revenues. The Company’s U.S. dollar
denominated revenue declined from an average of $1.55 Canadian in the third quarter of 2002 to an
average of $1.42 Canadian in the third quarter of 2003.

The following table sets forth revenue by market sector for the third quarters ended September 28,
2003 and September 28, 2002.

Three Months Ended ($ thousands)

September 28, 2003 September 28, 2002 Change
$ % $ % $ %
Geomatics $2,408 22% $1,318 20% $ 1,090 83%
Aerospace & Defense 2,487 23% 1,466 22% 1,021 70%
Special Applications 5,975 55% 3,951 58% 2,024 51%
Other %! — — — 3 N/A
TOTAL $10,924 —100% $ 6735 —100% $ 4189 — 62%

Geomatics

The Geomatics sector is made up of the surveying and GIS markets. Geomatics revenues are largely
comprised of the Company’s sales to Point, Inc., net of intercompany eliminations, and the Company’s
proportionate share of sales by Point, Inc. Geomatics sales were $2.4 million in the third quarter 2003 an
increase of 83% from the $1.3 million in the third quarter 2002, due partly to higher sales from the
Company to Point and primarily due to higher sales at Point into the Sokkia distribution system and
through independent distribution channels.

Effective with the fourth quarter of 2002, the Company changed its policy of recognizing revenue on
shipments of product from the Company to Point from revenue recognition at the time of shipment to
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revenue recognition at the time of receiving payment from Point, due to the uncertainty of collecting
payment on the associated receivables. As of September 28, 2003, the Company had deferred revenue
related to product shipments to Point of $944,000, net of inter-company eliminations. The Company would
revert to its prior policy of recognizing revenue at the time of shipment if the Company is able to determine
that reasonable assurance of collecting payment from Point exists. This determination would be based on
Point’s ability to: 1) demonstrate sustained improved operating performance, and/or 2) Point receiving
additional financial support from the Company and Sokkia; sufficient to enable Point to meet its current
financial obligations.

Point Inc.’s operations were restructured in April 2002, with the aim of focusing operating activities on
sales, marketing and distribution as opposed to product development. The Company has been disappointed in
the operating performance of Point, Inc., particularly the lower than expected revenues which the Company
had anticipated would increase after the April 2002 restructuring. The Company continues to work with
Point, Inc.’s management and Sokkia to improve the operating results of Point, Inc. Point’s operating
performance in the third quarter 2003 improved in comparison to recent quarters in certain areas, including
higher revenue and customer orders pertaining to increased shipments to Japan, other Asian markets and
Europe. However, there can be no assurance that the Company will be successful in the continuing efforts to
improve Point’ s operating performance (see Other Risk Factors).

Aerospace and Defense

The Aerospace and Defense sector is made up of aviation and defense markets. Salesin this sector include
WAAS receiver sdles and revenue from engineering services related to WAAS, the Japanese MTSAT
Satellite-based Augmentation System (“MSAS’), the Chinese Satellite Navigation Augmentation System
(“SNAS"), the European Geostationary Overlay System (“EGNOS’), Local Area Augmentation Systems
(“LAAS") and the European Galileo program.

Aerospace and Defense sales were $2.5 million for the third quarter 2003 compared to $1.5 million for
the third quarter 2002, an increase of 70%. The Company’s Aerospace and Defense revenues are highly
dependent on the timing of large, government funded programs. The largest components of the Aerospace
and Defense revenue in the third quarter 2003 were contracts pertaining to the U.S. WAAS, European Galileo
and Japanese MSAS programs. Of particular note, the third quarter 2003 revenues include $449,000 related
to the delivery of initial prototype units of the next generation WAAS receiver being developed for the FAA
and $283,000 related to shipments of current generation WAAStype receivers into the MSAS program in
Japan.

Raytheon NLS and Thales ATM, both companies who are key LAAS system suppliers, had contracted
with the Company to develop prototype LAAS receivers for their certified reference stations. At the end of
April 2003, however, the Raytheon/Thales team was informed by the U.S. FAA that they had been
unsuccessful in their bid for the FAA CAT | LAAS procurement. It is currently unclear if either customer will
proceed with LAAS system development for the balance of the LA AS civil market. Thales however
continues to buy small quantities of prototype LGF4 receivers, and recently the Company also received an
order from the U.S. FAA for six such receivers, which are scheduled for delivery inthe fourth quarter of 2003,

In June 2002, the Company received a contract from the FAA to develop the next generation WAAS
receiver. The contract covers receiver development and qualification work over a 21-month period and also
includes an additional option, exercisable at the FAA's discretion, for the development of a new broadband
WAAS antenna. The basic contract has a value of US$2.4 million and the option is worth US$835,000.
Related to this program, Raytheon has al so authorized the Company US$625,000 under aletter subcontract to
begin procurement of components and for production preparation of anticipated production of the next
generation WAAS receivers, scheduled to begin inthe second quarter of 2004. Should a contract be finalized
for these deliveries, this program will be worth approximately US$2.0 million in 2004. Further optiona
deliveries, if exercised by Raytheon in 2005 and 2006, could further increase the value of this contract by
approximately US$3.0 million.
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The certified GPS receiver jointly developed by the Company and CMC Electronicsisintended for use
by Honeywell and other companies for both airborne applications and the LAAS program. With the GPS
receiver achieving certification, the Company has earned initial royalties and the total royalties for 2003 are
expected to be between $250,000 and $300,000. Based on the most recent forecast received from CMC
Electronics, the Company expects to earn royalties of between $300,000 and $500,000 in 2004.

In thefirst quarter 2003, the Company received two letter contracts from Raytheon, worth US$100,000
each, to initiate development of a ground receiver and signal generator for the new FAA Geostationary
Communications and Control §stem (GCCS). Subsequently, tese letter contracts were extended by
Raytheon to a combined value of US$441,000, plus US$200,000 for advance material procurement. |f the
Company’s proposed development program is accepted by Raytheon and the corresponding contracts are
awarded, the Company expects the combined programs to provide revenue of approximately US$2.5
million during 2004.

While the Company has participated in previous phases of WAAS, MSAS, EGNOS, SNAS, Galileo and
LAAS, the Company currently has no commitments (other than those described above and certain engineering
services contracts) for future participation in the WAAS, MSAS, SNAS, EGNOS or LAAS programs. There
can be no assurance that the Company will receive commitments for future participation in the WAAS,
MSAS, EGNOS, SNAS, Galileo or LAAS programs.

Special Applications

The Company’s Special Applications revenue is made up of GPS component sales and associated
engineering service revenue for marine, agriculture, unmanned vehicles, robotics, construction/grading,
scientific, dealers (other than those that can be identified with a particular market sector) and miscellaneous
markets. Special Applications revenues were $6.0 million in the third quarter 2003 compared to $4.0
million in the third quarter 2002, an increase of 51%. The major factors leading to higher third quarter
revenues, year over year, were varied and included the acquisition of the CMC Electronics OEM GPS
product line, which contributed approximately $770,000 in revenue, higher sales into the U.S. agricultural
market and higher shipments through the Company’s U.S., European and Chinese dealers.

Other Revenue

Other revenue related to the sale of manufacturing components was minimal in both the third quarter
2003 and the third quarter 2002.

Revenues by Geographic Market

The Company derived approximately 42% of its total revenues from the sale of its products to countries
outside the United States and Canada in the third quarter of 2003 compared to 35% in the third quarter
2002. Revenues from international sales increased to $4.6 million in the third quarter 2003 from $2.3
million in the third quarter 2002, as aresult of higher salesto Asia and Europe.

Gross Profit. Gross profit as a percentage of total revenues was 54% in the third quarter 2003 compared to
44% in the tird quarter 2002, due primarily to favourable product mix (lower proportion of NRE fee
revenue, higher margin NRE contracts, higher proportion software upgrades) and lower per unit
manufacturing costs of the Company’s GPS receivers. The gross margin as apercentage of revenue
exceeded the Company’s long-term target of 46% to 48%, as a result of favourable product mix and lower
manufacturing costs.

Research and development. Research and development expenses consist primarily of engineering personnel
expenses, contracted research and development expenses, amortization of purchased technology, equipment
costs and facility and computer support costs. Research and devel opment expenses were $2.1 million in the
third quarter 2003 compared with $1.0 million inthe third quarter 2002. Research and development expenses
as a percentage of total revenues increased from 15% in the third quarter 2002 to 19% in the third quarter
2003. Increased headcount and salary adjustments, higher provisions for incentive compensation programs,
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lower cost recoveries from customer funded engineering programs, as well as one time costs incurred in
2003 related to the transition of the CMC Electronics OEM GPS product line, were the main factors
accounting for the increase. The Company believes that significant investments in research and
development are required to maintain its technology and compete in its business. The Company expects to
spend 19%-20% of revenue in research and development activities during 2003.

Selling and marketing. Selling and marketing expenses consist primarily of compensation of sales and
marketing personnel as well as expenses for advertising and promotion, commissions, trade shows,
facilities and other expensesrelated to the sale of the Company’ s products. Selling and marketing expenses
increased 24% from $1.1 million in the third quarter 2002 to $1.4 million in the third quarter 2003 and
decreased as a percentage of total revenues from 16% in the third quarter 2002 to 13% in the third quarter
2003. Factors leading to the increased selling and marketing costs in the current quarter include increased
advertising costs, the hiring of additional marketing staff and higher provisions for incentive compensation
programs. The Company expects to spend 13%-14% of revenue in selling and marketing activities during
2003.

General and administration. General and administration expenses consist primarily of salaries of
administrative personnel, corporate overhead and facilities expenses. General and administration expenses
increased 28% from $921,000 in the third quarter 2002 to $1.2 million in the third quarter 2003 due
primarily to higher provisions for incentive compensation programs and certain costs associated with being
a public company. As a percentage of revenue, general and administration expenses decreased from 14%
in the third quarter 2002 to 11% in the third quarter 2003.

Interest income, net. The Company earned net interest income of $48,000 in the third quarter 2003
compared with $25,000 in the third quarter 2002 as a result of higher cash balances being available for
investment. The Company’s cash deposits that are not required for operations are invested in short-term
interest bearing instruments.

Other expense (income). Other expense generally consists primarily of foreign exchange losses and
miscellaneous items. Other expense was $28,000 in the third quarter 2003 compared to other income of
$64,000 in the third quarter 2002. Other expense in the current quarter consisted primarily of financing
charges incurred at Point in relation to accelerated collection of trade receivables. Other income in the
prior year consisted primarily of foreign exchange gains.

Provision for income taxes. The provision for income taxes, which consists of Canadian federal large
corporations tax (“LCT") and the consolidated proportionate share of income taxes related to Point, Inc.,
was $14,000 in the third quarter 2003 compared to $45,000 in the third quarter 2002, with the decrease
attributable to lower provisions for large corporations tax.

Nine Months 2003 Compared to Nine M onths 2002

Total year to date revenues were $27.3 million in 2003 compared to $21.9 million in the comparable
period of 2002, an increase of 25%, which was achieved despite a decline in the U.S. dollar to Canadian
dollar exchange rate. The Company’s U.S. dollar denominated revenue decreased from an average of
$1.57 Canadian in the first nine months of 2002 to an average of $1.45 Canadian in the first nine months of
2003. Since the majority of the Company’s revenue are denominated in U.S. dollars, a weaker U.S. dollar
adversely affects the Company’s revenue. The following table sets forth year to date for 2003 and 2002
revenue by market sector.

Nine Months Ended ($ thousands)

September 28, 2003 September 28, 2002 Change
$ % $ % $ %
Geomatics $ 5,647 21% $ 4,387 20% $ 1,260 2%
Aerospace & Defense 5,804 21% 5,224 24% 580 11%
Specia Applications 15,787 58% 12,287 56% 3,500 28%
Other ] — 3 — 96 > 100%
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TOTAL $27,337 —100% $ 21,001 —100% $ 5436 —25%

Geomatics

Geomatics sales were $5.6 million for the nine months ended September 28, 2003 compared to $4.4
million for the first nine months ended September 28, 2002, an increase of 29%, due partly to higher sales
from the Company to Point and primarily due to higher sales at Point into the Sokkia distribution system
and through independent distribution channels. Net revenues contributed from the Point/Sokkia relationship
were a majority of the Geomatics revenue and accounted for most of the increase in Geomatics revenue.
Point, Inc.’s operations were restructured in April 2002, with the aim of focusing on sales, marketing and
distribution as opposed to product development. The Company recorded a provision of $102,000 related to
the restructuring in the first half of 2002. Effective with the fourth quarter of 2002, the Company changed its
policy of recognizing revenue on shipments of product from the Company to Point from revenue recognition
a the time of shipment to revenue recognition at the time of receiving payment from Point, due to the
uncertainty of collecting payment on the associated receivables. Asof September 28, 2003, the Company had
deferred revenue related to product shipments to Point of $944,000, net of inter-company eliminations. The
Company would revert to its prior policy of recognizing revenue at the time of shipment if the Company is
able to determine that reasonable assurance of collecting payment from Point exists. This determination
would be based on Point’s ability to: 1) demonstrate sustained improved operating performance, andor 2)
Point receiving additional financial support from the Company and Sokkia; sufficient to enable Point to meet
its current financial obligations.

Aerospace and Defense

Aerospace and Defense sales were $5.8 million for the nine months ended Septemb er 28, 2003 compared
to $5.2 million for the nine months ended September 28, 2002, with the increase of 11% primarily due to
higher revenues from engineering revenue contracts pertaining to the U.S. WAAS and European Galileo
programs. In the first nine months of 2002, the largest single component of the Aerospace and Defense
revenue was the EGNOS program, which accounted for $939,000 in revenue compared to $9,000 in the first
nine months of 2003. The Company has now substantially completed the EGNOS milestones under the
current contract.

Special Applications

Special Applications revenues were $15.8 million for the nine months ended September 28, 2003
compared to $12.3 million for the nine months ended September 28, 2002, an increase of 28%. The
revenue increase was attributable to higher revenue from many sectors, particularly the agricultural
segment and due to higher shipments through the Company’s U.S., European and Asian dealers. In
addition, the acquisition of the CMC L1 product line contributed approximately $1.3 million in revenue.

Other Revenue

Other revenue related to the sale of manufacturing components was $99,000 in the first nine months of
2003 compared to $3,000 in the similar period of 2002.

Revenues by Geographic Market

For the nine months ended September 28, 2003, the Company generated 42% of its total revenues from
the sale of its products to countries outside the United States and Canada, compared to 44% in the
comparable period in 2002. Revenues from international sales were $11.3 million year to date 2003
compared to $9.7 million in the comparable period of 2002, partly as a result of higher sales to the
Company’s European and Asian dealers and due to higher sales into Sokkia s international distribution
network.

Gross Profit. Gross profit as a percentage of total revenues was 53% for the nine months ended September
28, 2003 compared to 48% for the nine months ended September 28, 2002 with the increase attributable to

27



favourable product mix and lower GPS receiver manufacturing costs. Gross margin increased from $10.6
million in the first nine months of 2002 to $14.4 million for the first nine months of 2003, mainly as a result
of the increased revenue.

Research and development. Research and development expenses were $5.2 million for the nine months
ended September 28, 2003, compared to $3.9 million for the nine months ended September 28, 2002.

Research and development expenses as a percentage of total revenues increased from 18% in the first nine
months of 2002 to 19% for the first nine months of 2003. The increase in research and development dollars
reflects higher headcount, recent salary adjustments, higher provisions for employee incentive programs,
one time costs being incurred in 2003 related to the acquisition of the CMC Electronics OEM GPS
business, and lower recoveries from customer funded engineering program, partialy offset by lower

amortization costs relating to intellectual property.

Selling and marketing. Selling and marketing expenses increased 25% from $3.0 million for the nine
months ended September 28, 2002 to $3.8 million for the nine months ended September 28, 2003 and
remained constant at 14% of revenue. The increase in selling and marketing expenses is due to the
implementation of adistribution initiative in the Asian market, higher Point, Inc. related costs resulting
from the April 2002 restructuring, which included a shift in focus from product development to product
sales and distribution, higher travel costs, increased salary costs, higher provisions for employee incentive
programs and higher advertising costs.

General and administration. General and administration expenses increased from $2.9 million for the nine
months ended September 28, 2002 to $3.0 million for the nine months ended September 28, 2003. As a
percentage of revenue, general and administration expenses decreased from 13% in the nine months ended
September 28, 2002, to 11% in the nine months ended September 28, 2003. The increased expenses are
attributable to higher provisions for employee incentive programs and to increased costs associated with
being a public company.

Interest income. The Company earned net interest income of $146,000 in the first nine months of 2003
compared with $53,000 in the first nine months of 2002, as a result of higher cash balances being available
for investment.

Other income (expense). Other expense was $434,000 in the first nine months of 2003 compared to other
expense of $288,000 in the first nine months of 2002. Other expense in 2003 consists primarily of
$343,000 foreign exchange losses arising from a strengthening of the Canadian dollar versus the U.S.
dollar. Other expense in 2002 included costs of $102,000 related to the April 2002 restructuring of Point,
Inc., $125,000 related to executive relocation and $40,000 related to foreign exchange losses.

Provision for income taxes. The provision for income taxes was $35,000 year to date 2003 compared to
$63,000 in the comparabl e period of 2002.

TAXES

The Company has not recorded a provision for income taxes in Canada, other than for large
corporations tax, due to previously incurred losses, credits and costs. As of September 28, 2003, losses,
investment tax credits, depreciation and research and development costs are &ailable to reduce future
taxable income in Canada. The Company has determined that the acquisition of a majority of the common
shares of the Company by CMC Electronics (formerly BAE Systems Canada Inc.) in 1998, BAE
SYSTEMS p.l.c.’s acquisition of the majority of the common shares of CMC Electronics in November
1999 and ONCAP L.P.’s acquisition of the common shares of CMC Electronics in April 2001 constitute
acquisition of control of the Company for Canadian income tax purposes. Accordingly, the availability of
certain of the Company’s Canadian income tax losses, research and development costs, depreciation
deductible for tax purposes and investment tax credits may be subject to limitation. The ultimate
availability and amount of these losses, credits and costs may be dependent upon future Canada Customs
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and Revenue Agency audits. See Note 14 of Notes to Consolidated Financial Statements filed for the fiscal
year ended December 31, 2002 as part of Form 20-F with the Securities and Exchange Commission.

Similarly, the Company has not recorded a provision for income tax in the United States related to
Point, Inc. due to the net operating losses recorded by Point, Inc. since it began operationsin 1999.

LIQUIDITY AND CAPITAL RESOURCES

In the nine months ended September 28, 2003, cash provided by operations was $4.9 million, compared
to cash provided by operations of $2.3 million in the nine months ended September 28, 2002. Cash
provided by operations in the nine month period ended September 28, 2003 consisted primarily of net
income from continuing operations of $2.1 million, a $1.7 million decrease in non-cash working capital and
$1.3 million in amortization expenses. The decrease in non-cash working capital from December 31, 2002
to September 28, 2003 was caused primarily by collection of receivables and areduction in inventories.

In the nine months ended September 28, 2003, cash used in financing activities was $88,000, related
primarily to capital lease payments. In the comparable period in 2002, $149,000 cash was provided by
financing activities, related primarily to financing activities of Mezure and Point, partially offset by capital
|ease payments.

In the nine months ended September 28, 2003, cash used in investing activities was $2.0 million,
pertaining to the purchase of capital equipment for regular operations, and the acquisition of the CMC
Electronics OEM GPS product line. In the nine months ended September 28, 2002, cash used in investing
activities was $1.0 million, also primarily attributable to the purchase of capital equipment and a $292,000
equity investment (net of intercompany eliminations) in Point, Inc. The increased capital equipment
spending is attributable to higher purchases of computer equipment, research and development equipment
and tooling.

At September 28, 2003, the Company had cash and short-term investments of $9.3 million. The
Company has credit agreements with the HSBC Bank Canada and the Toronto Dominion Bank under
which the Company can borrow up to $1.7 million for day-to-day operating requirements and $1.8 million
to support the margin requirement related to the purchase of up to between US$6.5 and $7.5 million of
foreign exchange contracts (depending on the maturity date of the contracts). The lines of credit are
payable on demand and as of September 28, 2003, are secured by $3.5 million of restricted short-term
investments. At September 28, 2003, portions of the lines of credit were utilized to support $68,000 of
letters of credit ($79,000 at December 31, 2002) and US$3.0 million in foreign exchange contracts leaving
$1.6 million available for day-to-day operating requirements and the margin capacity necessary to enter
into an additional US$3.5 to $4.5 million in forward foreign exchange contracts (depending on the maturity
date of the contracts).

As of September 28, 2003, the Company and Sokkia have collectively loaned Point, Inc. US$4.83
million, the Company’s share being US$2.37 million. The loans are secured by the assets of Point, Inc. and
bear 3% interest in 2003. On November 10, 2003, the Company and Sokkia agreed to extend the due dates
on the loansto December 31, 2003. In addition, on November 10, 2003, the Company and Sokkia agreed to
provide an additional US$500,000 loan to Point, with the Company’s share being US$245,000. During 2002,
the Company and Sokkia advanced US$830,000 in new loans to Point, Inc., with the Company’s share
being US$407,000. In addition, during 2002 the Company and Sokkia provided US$1.5 million in equity
financing to Point, Inc. The Company’s share of the equity financing was US$735,000 and the Company’s
equity interest in Point, Inc. remained at 49%.

Point, Inc. is dependent on the Company and Sokkia for product supply, distribution and financing.
Should Sokkia or the Company discontinue their support, Point, Inc.’s ability to continue as a going
concern would be impaired. If Point were not able to continue operations and was liquidated in an orderly
wind down, the Company believes that its maximum loss exposure in the statement of operations to Point,
Inc., as of September 28, 2003, would be approximately $400,000, comprised primarily of working capital
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related items and the costs incurred to cease operations, after consideration of the effects of the
proportionate consolidation of Point, Inc. The financial statements contained herein do not reflect any
adjustments that would be required if Point, Inc.’s operations were discontinued.

The Company believes that its existing cash, cash equivalents, short term investments, available lines
of credit and anticipated cash generated from operations will be sufficient to satisfy its currently anticipated
cash needsfor at |east the next twelve months.

While the Company believes that inflation has not had a material effect on its results of operations,
there can be no assurance that inflation will not have a material effect on the Company's results of
operationsin the future.

QUANTITIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Most of the Company's revenues (over 97% for the first nine months of 2003) are earned in currencies
other than the Canadian dollar, principally the U.S. dollar. A substantial portion of the Company's
expenses, however, have been and will continue to be incurred in Canadian dollars. Accordingly,
fluctuations in exchange rates between the U.S. dollar and the Canadian dollar could materially affect the
Company's results of operations. In the normal course of business, the Company uses forward foreign
currency contracts to reduce its exposure to fluctuations in the U.S. dollar to Canadian dollar exchange
rates. The contracts are normally for terms of up to twelve months and are used as hedges of a portion of
the Company’s revenues. Gains and losses arising on these financial instruments are offset against the
losses and gains arising from foreign exchange fluctuations on the position of the underlying transactions.
Derivative financia instruments are not used for speculative purposes. There can be no assurance that the
Company will be successful in these activities.

At September 28, 2003, the Company had forward foreign currency contracts to sell US$3.0 million
between September 30, 2003 and December 31, 2003 at rates between $0.6480 and $0.6626.

The Company is not subject to significant interest rate risk due to the short-term maturities of its
outstanding loans.

LEGAL PROCEEDINGS
There has been no material change since the Form 20-F for the fiscal year ended December 31, 2002

and the Form 6K for the quarter ended June 29, 2003 were filed with the Securities and Exchange
Commission.

OTHER RISK FACTORS

The Company operates in a rapidly changing environment that involves a number of risks, some of
which are beyond the Company’s control. A discussion of some of these risks and the possible impact of
these factors on future results from operations can be found in the Risk Factors section part of Form 20-F
for the fiscal year ended December 31, 2002 filed with the Securities and Exchange Commission.

Point, Inc.

The Company sells GPS receivers to Point, Inc. (“Point”) which incorporates these receivers into
surveying systems that are in turn partially sold through Sokkia's distribution channels. The Company’s
consolidated financial statements include the Company’s proportionate 49% joint venture interest in the
accounts of Point. Point is subject to similar types of risks as the Company.

As of November 10, 2003, the Company and Sokkia have collectively loaned Point US$5.33 million,
the Company’s share being US$2.61 million. The loans are secured by the assets of Point. During 2002,



the Company and Sokkia advanced US$830,000 in new loans to Point with the Company’s share being
US$407,000. In addition, during 2002 the Company and Sokkia provided US$1,500,000 in equity
financing to Point. The Company’s share of the equity financing was US$735,000 and the Company equity
interest in Point remained at 49%. On November 10, 2003, the Company and Sokkia agreed to provide an
additional US$500,000 loan to Point, with the Company’s share being US$245,000.

Point is dependent on the Company and Sokkia for product supply, distribution and financing. Should
Sokkia or the Company discontinue their support, Point’s ability to continue as a going concern would be
impaired. If Point were not able to continue operations and was liquidated in an orderly wind down, the
Company believes that its maximum loss exposure in the statement of operations to Point as of September
28, 2003, would be approximately $400,000, comprised primarily of working capital related items and
costs incurred to cease operations, after consideration of the effects of the proportionate consolidation of
Point. The financial statements contained herein do not reflect any adjustments that would be required if
Point’ s operations were discontinued.

The Company is disappointed in the operating performance of Point, particularly the lower than
expected revenues which the Company had anticipated would increase after the April 2002 restructuring.
The Company continues to work with Point’s management and Sokkia to improve the operating results of
Point. Point’s operating performance in the third quarter 2003 improved in comparison to recent quartersin
certain areas, including higher revenue and customer orders pertaining to increased shipments to Japan, other
Asian markets and Europe. However, there can be no assurance that the Company will be successful in
these efforts.

Mezure, Inc.

On January 26, 2001, the Company acquired a48.7% equity interest in Mezure, Inc. (“Mezure”). Mezure
was established in 2000 and had been working with the Company to develop market applications combining
GPS, wireless infrastructure and the Internet. On July 23, 2001, the Company acquired a further 25.3%
interest in Mezure after exercising its option to convert US$200,000 in loans previously advanced to Mezure
and charged to operations during 2001 into additional common shares. Effective with this conversion, the
Company owned a 74% controlling interest in Mezure. In April 2002, the Company’s equity interest was
diluted to approximately 70%. On February 28, 2003, Mezure notified its shareholders that as a result of
shortfalls in cash flows from operations and its inability to meet current vendor obligations, Mezure would
pursue a federal bankruptcy filing. On March 5, 2003, the Company’s representatives on the Board of
Directors of Mezure resigned from the Mezure Board of Directors. On April 8, 2003, the shareholders of
Mezure voted unanimously to proceed with a Chapter 7 bankruptcy which was filed in the United States
Bankruptcy Court, Oregon District, on June 25, 2003. On September 24, 2003 an Order Approving Trustee's
Account, Discharging Trustee and Closing Estate was entered into the docket of the United States Bankruptcy
Court, District Oregon (Portland). With the Chapter 7 bankruptcy filing concluding, the Company recognized
again of $379,000 relating to the liquidation of the residual assets and liabilities of Mezure in the three month
period ended September 28, 2003. While Mezure operated as a separate corporation, Mezure's third party
creditors could potentially attempt to satisfy their claims with Mezure by pursuing these claims against the
Company. The Company believes that these claims would not be valid and that the ultimate liability with
respect to the resolution of these actionsis not expected to materially affect the Company’s financial position
or results of operations. However, there canbe no assurance of this.
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EXHIBIT 2

CERTIFICATIONS

I, JONATHAN W. LADD, certify that:

1

| have reviewed this Form 6K for the Quarterly Report for the Nine Months ended September 28,
2003 of NovAtel Inc.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) for the
registrant and have:

(@) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which thisreport is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’sinternal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’ s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial eporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant rolein the registrant’ sinternal control over financial reporting.
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Date:  November 12, 2003 [s/ JONATHAN W. LADD

Jonathan W. Ladd (Principal Executive Officer)

I, WERNER GARTNER, certify that:

1

| have reviewed this Form 6K for the Quarterly Report for the Nine Months ended September 28,
2003 of NovAtel Inc.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in al naterial respects the financia condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the
registrant and have:

(@) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which thisreport is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’sinternal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’ s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’ sinternal control over financial reporting.

Date:  November 12, 2003



/sl WERNER GARTNER
Werner Gartner (Principal Financial Officer)

EXHIBIT 3

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Form 6-K for the Quarterly Report for the Nine Months
ended September 28, 2003 of NovAtel Inc. (the “Report”), |, Jonathan Ladd, President and Chief Executive
Officer, of NovAtel Inc., hereby certify pursuant to 18 U.S.C. 81350, as adopted pursuant to 8906 of the
Sarbanes-Oxley Act of 2002, that:

(1) such Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

()] the information contained in such Report fairly represents, in all material respects, the
financial condition and results of operations of NovAtel Inc.

Thiswritten statement is being furnished to the Securities and Exchange Commission as an exhibit
to such Form 6-K.

November 12, 2003 /sl JONATHAN LADD
Date Jonathan Ladd
President and Chief Executive Officer




CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Form 6-K for the Quarterly Report for the Nine Months
ended September 28, 2003 of NovAtel Inc. (the “Report), |, Werner Gartner, Executive Vice President and
Chief Financial Officer, of NovAtel Inc., hereby certify pursuant to 18 U.S.C. 81350, as adopted pursuant
to 8906 of the Sarbanes-Oxley Act of 2002, that:

D such Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2 the information contained in such Report fairly represents, in all material respects, the
financial condition and results of operations of NovAtel Inc.

Thiswritten statement is being furnished to the Securities and Exchange Commission as an exhibit
to such Form 6-K.

November 12, 2003 /sl WERNER GARTNER
Date Werner Gartner
Executive Vice President and Chief Financial Officer




